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length the real nature of this transaction. The
main reason assigned for the arrangement is that
when held in London the gold Is one stage nearer
the point at which it becomes practically effective
for its primarv purpose of securing the encash-
ment of currency notes. So long as gold is not
in active circulation in India, what the presenter
of notes requires is not sovereigns but rupees,
and the silver bullion which must be purchased
for the coinage of these can ordinarily only he
procured in Europe and not in India. Certain
other advantages also attach to the location of
a portion of the currency gold in England. It
enables the Secretary of State to effect his
purchases of silver promptly, and without thr
publicity attendant on the shipment of gold front
India. It also adds elasticity to other transactions
as between England and India inasmuch as- -
(a)  in  the  event  of the    demand    for   Council
bills  being insufficient  to supply  the Secretary of
State's  current requirements, he can   transfer  the
currency gold to Treasury account, a correspond-
ing   transfer    of either    rupees    or    gold    being
simultaneously  made in   India in   the other  direc-
tion ;
(b)  conversely    it    affords  a   means   of giving
relief to the India Treasury balances when the trade
demand  for Council  drafts is   too heavy for them
to meet.    In  such a case  the  sale-proceeds of the*
Councils  can be pnid into the Secretary of State's